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§37.401

(1) Trading procedures to be used in
entering and executing orders traded
on or through the facilities of the swap
execution facility; and

(2) Procedures for trade processing of
swaps on or through the facilities of
the swap execution facility; and

(b) Monitor trading in swaps to pre-
vent manipulation, price distortion,
and disruptions of the delivery or cash
settlement process through surveil-
lance, compliance, and disciplinary
practices and procedures, including
methods for conducting real-time mon-
itoring of trading and comprehensive
and accurate trade reconstructions.

§37.401 General requirements.

A swap execution facility shall:

(a) Collect and evaluate data on its
market participants’ market activity
on an ongoing basis in order to detect
and prevent manipulation, price distor-
tions, and, where possible, disruptions
of the physical-delivery or cash-settle-
ment process;

(b) Monitor and evaluate general
market data in order to detect and pre-
vent manipulative activity that would
result in the failure of the market
price to reflect the normal forces of
supply and demand;

(c) Demonstrate an effective program
for conducting real-time monitoring of
trading for the purpose of detecting
and resolving abnormalities; and

(d) Demonstrate the ability to com-
prehensively and accurately recon-
struct daily trading activity for the
purpose of detecting instances or
threats of manipulation, price distor-
tion, and disruptions.

§37.402 Additional requirements for
physical-delivery swaps.

For physical-delivery swaps, the
swap execution facility shall dem-
onstrate that it:

(a) Monitors a swap’s terms and con-
ditions as they relate to the underlying
commodity market; and

(b) Monitors the availability of the
supply of the commodity specified by
the delivery requirements of the swap.

§37.403 Additional requirements for
cash-settled swaps.

(a) For cash-settled swaps, the swap
execution facility shall demonstrate
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that it monitors the pricing of the ref-
erence price used to determine cash
flows or settlement;

(b) For cash-settled swaps listed on
the swap execution facility where the
reference price is formulated and com-
puted by the swap execution facility,
the swap execution facility shall dem-
onstrate that it monitors the contin-
ued appropriateness of its methodology
for deriving that price; and

(c) For cash-settled swaps listed on
the swap execution facility where the
reference price relies on a third-party
index or instrument, including an
index or instrument traded on another
venue, the swap execution facility shall
demonstrate that it monitors the con-
tinued appropriateness of the index or
instrument.

§37.404 Ability to obtain information.

(a) A swap execution facility shall
demonstrate that it has access to suffi-
cient information to assess whether
trading in swaps listed on its market,
in the index or instrument used as a
reference price, or in the underlying
commodity for its listed swaps is being
used to affect prices on its market.

(b) A swap execution facility shall
have rules that require its market par-
ticipants to keep records of their trad-
ing, including records of their activity
in the index or instrument used as a
reference price, the underlying com-
modity, and related derivatives mar-
kets, and make such records available,
upon request, to the swap execution fa-
cility or, if applicable, to its regu-
latory service provider, and the Com-
mission.

§37.405 Risk controls for trading.

The swap execution facility shall es-
tablish and maintain risk control
mechanisms to prevent and reduce the
potential risk of market disruptions,
including, but not limited to, market
restrictions that pause or halt trading
under market conditions prescribed by
the swap execution facility.

§37.406 Trade reconstruction.

The swap execution facility shall
have the ability to comprehensively
and accurately reconstruct all trading
on its facility. All audit-trail data and
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